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Through Canadian Industrial 
Gas & Oil, petroleum 
exploration and production 
programs for the Northern 


and Central group of 
companies continue to 


accelerate 


Major industrial customers 
of the group’s Ontario 
Division include nickel- 
copper mines in the Sudbury 
Basin, centre of the world’s 
largest single source 

of nickel. 
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» 
Winnipeg, central Canada’s attractive 
and prosperous urban hub, is the home 
of Greater Winnipeg Gas Company. 

Montreal, growing and thriving, is 

headquarters for Gaz Métropolitain, 

inc. and springboard for the group's 

expansion into eastern Canada 
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Report to the Shareholders 


The year 1970 was one of considerable growth 
and progress for Northern and Central Gas Cor- 
poration Limited. 

Basic earnings per common share were 88¢ in 
1970, after giving effect to the issuance of an addi- 
tional 1,325,000 common shares during the year, 
compared to 79¢ in 1969. 

Total revenues were up 9°/o to $172,647,000. 
Earnings applicable to common shares increased 
20°/o to $11,402,000, while cash income increased 
13°/o to $34,663,000. 

Dividends on common shares increased from 
57.5¢ to 60¢ on an annual basis. 

Revenue improvement and cost reduction pro- 
grams assisted in producing these higher figures, 
particularly during the last quarter of the year. In 
addition, the favourable weather pattern which 
prevailed in most of the Company’s service areas 
in late December added to earnings. The contri- 
bution to consolidated earnings by Canadian 
Industrial Gas & Oil Ltd. was higher than in the 
previous year. 

Revenue improvement programs for the utili- 
ties included a 4.5°/o rate increase for Gaz Métro- 
politain, inc. on October 1 and a 4.8°%/o rate in- 
crease for Greater Winnipeg Gas Company, ef- 
fective December 7. The full effect of the higher 
rates will be reflected in the results for 1971. 

An application was also submitted for a rate 


increase to the Ontario Energy Board which, if 
granted, will produce additional annual income 
of approximately $1.3 million. A decision on this 
application is expected in the near future. 

Progress made by the utilities in re-negotiating 
gas sales contract prices to levels more in line 
with current prices of competitive fuels has also 
improved revenues. 

An important revenue gain during 1970 was the 
development of profitable sales of LNG (liquefied 
natural gas) to customers in the Northeastern 
United States. The continuation of this and simi- 
lar markets is contemplated for at least another 
two or three years. 

The reduction in income taxes from 1969 re- 
sults from the commencement of oil and gas ex- 
ploration activities in 1970 by Greater Winnipeg 
Gas Company and from the increased exploration 
activities of Trans-Prairie Pipelines, Ltd., acquired 
by CIGOL in July 1969. Section 83A of the Cana- 
dian Income Tax Act is designed to encourage the 
investment of capital in the exploration for and 
the development of Canadian resources. Funds 
so invested may be deducted from income for 
income tax purposes. It is anticipated that the 
1970 level of these activities by these companies 
will be at least maintained during 1971. 

The decrease in depreciation and depletion ex- 
pense for 1970 is attributable to an abnormally 


high charge in 1969 for depletion in respect of 
production subleases which expired in 1969. In 
other respects, these expenses increased in 1970, 
reflecting the higher investment in utility and 
other facilities, and in increased oil and gas 
production. 

Improvement in earnings of Canadian Indus- 
trial Gas & Oil Ltd. resulted, in most part, from 
increased oil deliveries, from higher natural gas 
sales to industry, increased sales of LPG (liquefied 
petroleum gas) and higher prices for oil produc- 
tion in December of 1970. 

Cost reduction programs have reduced payroll 
and gas costs. Job specifications and require- 
ments have been adjusted to reflect improved 
technology and maturity of operations. Besides 
personnel adjustments, further progress has been 
made in reducing overhead costs through reduc- 
tions in administrative space. 

Substantial savings have been made in gas costs 
by improved integration of individual gas supply 
contracts and higher load factor operation. 


Financial position strengthened 

At the beginning of 1970, the Company had 
$75 million of outstanding bank loans and 
commercial paper. By January 15, 1971, this 
amount had been completely repaid and the 
Company had over $10 million in cash and 
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short term investments. 

This significant improvement in the Company’s 
financial position was achieved by: 

—the final draw down of $23.5 million (U.S.) 
on January 15, 1970, from the previously arranged 
$46 million (U.S.) 8'/2°/o first mortgage bond pri- 
vate placement made in 1969; 

—$16.9 million (Cdn.) from the sale of 1,325,000 
common shares in March, 1970, in the United 
States; 

—the issue of $20 million 9'/2°/o subordinated 
debentures in July; 

—the sale of $50 million 9°/s°/o senior deben- 
tures during December, 1970. The proceeds from 
this last issue were received on January 15, 1971. 

No further financing is presently contemplated 
during 1971. 

Utility capital expenditures for 1971 are bud- 
geted at $15 million and will be provided for 
by cash available from the above mentioned 
financings. Canadian Industrial Gas & Oil Ltd. 
plans on capital spending of $20 million in 1971 
with funds to be provided from that company’s 
cash flow and bank lines of credit. 

As previously reported, the common shares of 
the Company are now listed on the New York 
Stock Exchange. The long-term effects of this list- 
ing should be significant to the Company, 
materially improving its ability to raise expansion 
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capital in the years ahead. 

A major change in the distribution of the Com- 
pany’s common shares occurred during the year. 
A shareholder with very large holdings of the 
Company's stock sold its entire holdings, with the 
result that Northern and Central’s common stock 
is now more widely held. Consequent to this im- 
portant change in holdings, Mr. Paul Desmarais, 
Mr. Peter Thompson, Mr. William Turner, Jr. and 
Mr. John Yarnell resigned as directors of the Com- 
pany. Their contribution during the time they 
served as directors is gratefully acknowledged. 


White Paper proposals 


In last year’s report mention was made of the 
problem presented to the Company, and es- 
pecially to its shareholders, by the implications of 
the White Paper on Tax Reform. During the year, 
appearances were made before both the Senate 
and Commons committees established to hear 
evidence from interested groups. In these appear- 
ances, the Company forcefully pointed out the 
discriminatory treatment which shareholders of 
public utility companies would experience if 
changes are not made to the original suggestions 
in the White Paper. It is to be hoped that this 
discrimination will be eliminated when legisla- 
tion is finally presented. 


National Energy policy 


The National Energy Board’s decisions in regard 
to export policies greatly clarified Canadian 
natural gas supply and pricing. The findings re- 
flected very closely the proposals made in your 
Company’s brief. We believe the Board has estab- 
lished the guidelines by which Canadians can 
benefit from the proven advantages of natural gas 
while, at the same time, continuing to develop a 
profitable export market for reserves surplus to 
Canada’s domestic needs. Your Company will 
continue to support the position taken by the 
Government in its recent decision. 

Shareholders are no doubt familiar with the 
present application for rate increases by the Com- 
pany’s supplier. Since this application could affect 
earnings, Northern and Central applied at the 
time of its rate increase applications for the right 
to pass on such added costs. Two of the three 
jurisdictions have acknowledged this request 
without final commitment. We are optimistic 
that, in the event of an increase, the Company 
will be able to adjust rates accordingly. 


Environmental control 

The concern with environmental control is a 
real one and, in the past year particularly, has 
become of vital concern to all Canadians. The fact 
that natural gas can make a major contribution to 
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the reduction of pollution is, of course, recog- 
nized and will undoubtedly contribute to major 
increases in sales volume and income for natural 
gas companies. This is important to the Company 
and its shareholders. 

While it is evident that many millions of dollars 
will be needed to protect and preserve the en- 
vironment, consideration should be given to the 
savings to the economy which will result from 
better environmental control — savings in health, 
life and materials which could well be greater 
than the costs. In our view, it is essential that 
considerably more objective thinking and action 
be applied to the social and economic problem 
of pollution. 


Ontario Division increases income 


The Ontario Division had an excellent year 
with total revenues up 17°/o to $59,737,000 and 
net income up 30°%/o to $4,536,000. While these 
figures are more satisfactory than last year, this 
division seeks a rate increase to help maintain its 
present high standard of essential services and to 
assist industrial development in those regions of 
the province served. Substantial investments in 
facilities, made in prior years, produced im- 
proved returns in 1970. Notwithstanding a year of 
economic uncertainty at the national level, com- 
mitments for large scale spending by some of 


Canada’s major resource industries operating in 
this division’s service area have been made. 


Consolidation in Gaz Métro 


Total revenues were up 7.6°/o to $50,846,000 
while net income decreased to $1,788,000 in 
1970. It was a year of consolidation for Gaz 
Métropolitain, inc. All operations were reviewed 
late in 1969 and early 1970, resulting in revised 
policies with regard to capital expenditures, mar- 
keting and accounting. Immediate action was 
taken to implement these policies and, while a 
degree of favourable effect has been noted in the 
last quarter of 1970, further improvement will be 
reflected in 1971. As a result, earnings should be 
substantially higher than 1970. System mainten- 
ance and modernization continued and, together 
with the changed policies referred to, are build- 
ing an excellent base to advance the potential for 
growth in Montreal. 


Greater Winnipeg Gas Company invests 
in oil and gas exploration 

Total revenues of Greater Winnipeg Gas Com- 
pany during 1970 were $28,033,000, up 9°/o. Net 
income was up 25°/o to $3,187,000. A five-million 
gallon LPG storage tank, the second to date, was 
completed during the year, doubling the com- 


pany’s peak-shaving capacity. 

As noted previously, an important policy deci- 
sion in 1970 was to diversify this company’s 
activities into gas and oil exploration in Western 
Canada. This program resulted in participation in 
two oil discoveries in Alberta early in January, 
IVAN 

With the effect for a full year of the rate in- 
crease, plus the continued expansion of the mar- 
ket, 1971 should be a year of progress for Greater 
Winnipeg Gas. 


CIGOL has active year 


Canadian Industrial Gas & Oil Ltd. (CIGOL) 
continued to place strong emphasis on explora- 
tion and development. 

The company’s drilling activities in the Western 
Canadian sedimentary basin, the Northwest Ter- 
ritories, in the Arctic Islands with Elf Oil Explora- 
tion & Production Canada Ltd. and Panarctic, 
and a 15°/o interest in a well now drilling in the 
North Sea, are the highlights for 1970. 

During the year, CIGOL and its subsidiaries 
participated in the drilling of 86 wells of which 
24 were completed as oil wells and 15 as gas 
wells. Since early in 1970, nine wells in which 
CIGOL has an interest have commenced drilling 
in the Arctic Islands, two of which are still under- 
way. The company is also managing the explora- 
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tion investments of Greater Winnipeg Gas Com- 
pany. 

CIGOL’s total revenues in 1970 were 
$33,196,000. Net income increased 5% to 
$8,643,000 and cash flow also increased 5°/o to 
$15,228,000. 

Crude oil and natural gas liquid production 
averaged 8,709 barrels per day, compared to 
8,200 per day in 1969. Natural gas production 
averaged 94.4 MMCF per day, compared to 88.3 
MMCF per day in 1969. 

The company’s net crude oil and natural gas 
liquids reserves were 51,672,000 barrels and 
natural gas reserves were 598,200 MMCF at the 
end of the year. 

Total sales of propane and butane in Western 
Canada were 47,400,000 gallons. 

Early in January 1971, the company concluded 
an agreement to acquire Laurence Oil Co. Ltd. 
for 185,000 common shares. 

Also in 1971, CIGOL purchased the remaining 
50°/o interest in Western Propane Inc. for 100,000 
common shares. Western Propane operates in the 
States of Washington and Oregon and had sales 
of 24 million U.S. gallons during the year. 


Tribute 


It is with deep regret that the deaths of Mr. 
Ralph K. Farris and Mr. John D. Bryce are reported 
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to you. Mr. Farris was one of the founders of the 
Company; his concept and determination were 
major contributions to its formation. Mr. Bryce 
served as a member of the board of directors 
since 1965; his wide business experience in gen- 
eral,and his extensive knowledge of the Canadian 
resource industries in particular, were of great 
value. 


Summary 
In 1970, Northern and Central was successful 


On behalf of the Board, 


us Code 


C. Spencer Clark 


bo. 


Chairman of the Board 


March 2, 1971. 


in achieving a number of corporate goals in the 
areas of internal efficiencies and consolidations. 
In addition, the strengthening of your Company’s 
financial base, the granting of rate increases in 
two of the three utility service areas and the ac- 
celeration of hydrocarbon exploration activity, 
should have a favourable effect on consolidated 
earnings in the current year. 

Sincere thanks are extended to all employees 
for their service during 1970 and to all sharehold- 
ers for their support and interest. 


Edmund C. Bovey 
President and 
Chief Executive Officer 


ACCOUNTING POLICIES 


The principal accounting policies followed by Northern and Central 
Gas Corporation Limited, and its subsidiaries, are summarized here to 
facilitate a comprehensive review of the financial statements contained 
in this report. 
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Principles of Consolidation 


The consolidated financial statements include the accounts of the 
Company and all its subsidiaries; all inter-company transactions have 
been eliminated. There were no major acquisitions or dispositions of 
subsidiaries during the two years ended December 31, 1970, except that, 
in 1969, Canadian Industrial Gas & Oil Ltd. (CIGOL) acquired Trans- 
Prairie Pipelines, Ltd. as a result of a share exchange offer. For compara- 
tive purposes, the revenues and expenses of Trans-Prairie have been 
included for the full 1969 year and provision for minority interests re- 
duces this subsidiary’s contribution to consolidated net income to the 
Company’s share of its earnings since acquistion. 

The excess of consideration given or attributed to the acquisition of 
shares of subsidiaries in prior years, in excess of underlying book value 
of those subsidiaries’ net assets at dates of acquisition, has been reflected 
as intangible assets arising from acquisitions. The policy of amortizing 
this item, through annual charges to retained earnings, was discontinued 
at the end of 1968. 


Earnings per share 

Basic earnings per share have been calculated using the weighted 
monthly average number of common shares and common equivalent 
shares (options and warrants) outstanding during the year. The calcula- 
tion of fully diluted earnings per share uses basic earnings per share 
figures and gives effect on a pro forma basis to the conversion of out- 
standing convertible preference shares. 


Depreciation and depletion 


Gas utility facilities 

Depreciation is computed on the straight-line method by application 
of rates varying from 1'/4°/o to 25°/o of cost to individual classes of de- 
preciable property. The application of these individual rates has been 
equivalent to an annual composite rate of approximately 2.5°/o. 
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Oil and gas exploration and production facilities 

Depletion of oil and gas properties is provided on the composite unit- 
of-production method, based on total estimated recoverable oil and gas 
reserves, and applied to remaining costs of oil and gas properties. The 
costs of oil and gas properties include all expenditures related to the 
exploration for, and development of, oil and gas reserves, whether or not 
potentially productive. Tangible oil and gas production and related 
facilities are being depreciated over their estimated useful service lives 
at rates varying from 3'/3°/o to 25°/o of cost. The application of these 
individual rates has been equivalent to an annual composite rate of 
approximately 5°/o. 


Income taxes 

Gas utilities 

The companies claim amounts for income tax purposes in respect of 
gas utility facilities and deferred expenses which are in excess of the 
related depreciation and amortization provisions reflected in the 
accounts. As a result income taxes which would otherwise have been 
payable have been reduced, before applicable minority interests, by 
$4,100,000, in 1969, by $4,300,000 in 1970 and $27,800,000 in total to 
December 31, 1970. Since only the income taxes actually payable are 
allowed, or have been claimed, for regulatory purposes in setting con- 
sumer rates, the companies follow the policy of providing only for such 
taxes and do not provide for the amounts by which income taxes have 
been so reduced; the companies’ policy is considered appropriate in 
these circumstances by The Canadian Institute of Chartered Accoun- 
tants. 


Oil and gas exploration and production 

For income tax purposes, the companies claim amounts in respect of 
both oil and gas properties and production facilities which are in excess 
of the related depletion and depreciation provisions reflected in the ac- 
counts. With respect to tangible oil and gas production facilities, it is 


the companies’ policy to provide for the amounts by which income 
taxes have been reduced to the extent of timing differences between 
taxable income and reported income, except to the extent that there are 
other deductions available to reduce taxable income. Management does 
not believe, however, that it is appropriate to provide for such reduc- 
tions as they relate to oil and gas properties. Although this view con- 
forms with general oil and gas industry practice, it differs from the tax 
allocation basis recommended by The Canadian Institute of Chartered 
Accountants. If such tax allocation basis had been followed for all tim- 
ing differences, provision for income taxes would have been increased, 
before applicable minority interests, by $2,100,000 in 1969, $3,800,000 in 
1970 and $17,800,000 in total, to December 31, 1970. 


Investments 


Investments are stated at cost, together with the applicable share of 
earnings since acquisition of fifty percent owned companies. 


Deferred charges 


The periods during which deferred charges are amortized are shown 
in note 5 on page 14. 

Effective January 1, 1970, share issue expenses, including those pre- 
viously deferred, have been charged to paid-in surplus. This change has 
resulted in a reduction of amortization expense of $108,000 in 1970, 
with a corresponding increase in consolidated net income. 
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CONSOLIDATED 1970 1969 
STATEMENT Revenues Restated (a) 
OF INCOME Sales-andkotheninevemues' mesenteric ots oeicceriete tore cere nte i ceetaer a cee etcrnetenc: $172,647 $159,018 

for the year ended December 31, 1970 Costs and Expenses 

psa scat (GN IChasee ee ee een, AOR. Tee ode eae 8 se 84,142 75,451 
@perationscand) maintenance acer Ree erie err einer ia errant 27,133 25,416 
Deprectationrand denletionv ces mucciserceateer: bie cian ereieasiios eieereicrsicie rae 15,450 15,952 
axes Othenthansincome: taxes amet iit: ates ol eee eine clei etnna 5,076 4,761 
MESES Te oct sh .ocemestewetemanente sels atlanoatn teeter al tee Remeneene ver ataite Cole leiea creo los ty nso Reha tone tes 21,674 18,420 
(a) See Accounting Policies on pages 7 and 8. IMG@nMypectaxes (a) ccandateravacers odvesroy oe a ous ec ONeeePemeas os, v1 evans tonoacieteaate coe: stelreeso oie ores 746 1,913 
154,221 141,913 
Income DeToOresmmonity Interests es a. ee rae cemeesel cls am elem nie cies irieterser nye tel 18,426 17,105 


Minority interests in subsidiaries 


HiiGenes STAneIOIMCERCE: toanocogavechecaceeéueotnarsauvoeacedaacs 1,070 1,127 
Gommonmtsharexe an ii @Sy seri ok weeks Orcas: dees ales weraten aoe Wee 3,238 3,703 
4,308 4,830 

Gonsolidated Nets INCOM caicec sige erent eater eres spotter’ ravane se tite deus iapaiene toast. 14,118 2275) 
Dividendscom prefenemGersh anes ramet rere citeatetteters a fo)= celal susi<toresehal= nes eta eesee 2,716 2,779 
Net Income Applicable to Common Shares .............02 0.00000 e sees eee $ 11,402 $ 9,496 


Earnings per common share (a) 
Soph enter PPR errs cea oro eaatinc hs Ae at ca rio: ce co Sostne aR ee EE nts ce ea 88¢ 79¢ 
iO) [Wo [HAUT ere lar ete Me ORS crl.ates > dc nvthontinno Ag Aor ror ree aon nD oe 86¢ 78¢ 
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CONSOLIDATED Assets 
BALANCE Current Assets 


Gash and:short=term deposits a-saeareceemcrasee societies 
SHEET Accounts, receivable: s 2citesin ota roadewesncacorobr re ndekes Soro eern cee eee ra aire 
Winbilled ‘gas Sales”... an separ ust anstare rot res ee eu eoes ae eaerotcrete Felon aches re 
Inventories, at lower of cost and replacement cost .............-.-2+eee--es 
Prepayments,aadvanGestan a GepositSia aecmees ris ckceuiey crete rstels ciara 


December 31, 1970 (thousands of dollars) 


Investments (Note 3) 


Property, Plant and Equipment (Note 4) 
OSE reid eas ace ued Bras sik Oisce oteRere 6 Ca GCPne ARRIREE ore Ole Ric ieeeh ear ode eee nen ere 
Accumulatedidepreciationrandidepletione meee antec cee eee eee 


(a) See Accounting Policies on pages 7 and 8. Deferred Charges, at amortized cost (Note 5) and (a).................-45-5 


Intangible Assets arising from Acquisitions, at amortized cost (a) ............ 


Signed on behalf of the Board: 
Edmund C. Bovey, Director 


C. Spencer Clark, Director 
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1970 1969 
$ 11,062 $ 4560 
25,081 22,991 
4,832 4,860 
7,578 6,326 
2,882 3,488 
51,435 42,225 
25,412 20,743 
520,429 498,729 
106,872 94,573 
413,557 404,156 
15,209 15,351 
40,212 39,468 


$545,825 


AUDITORS’ REPORT 


Liabilities 1970 1969 


Current Liabilities To The Shareholders 


Gommercrallpapen (Notes 0) tenmnmnntien metal an. sc cn2 so dacecante dance $ 21,575 $ 21,800 Northern and Central Gas 
NCGOUnTSi Daya leramalacGnled ane -mesrye + sciastere, nel oe ciicie everstrcursr stein 24,038 28,757 Corporation Limited 
INEOMieranaothetntaKes pe-ystacs ore varsioyareverstotsy eee wera clystansesremers yak parses 1,174 2,830 , ; 
Gurrentmatcintiassom|lOng-Cerin) Gebteya jer. s)sst- sites seleletsle air olststereters) sis 7,353 7,688 Mies have fexamine duties consolmisied 
ANE» sa So htg agp aan ae mn wa 1.277 Balance she cto! Novem and Central es 
! Eee Corporation Limited and its subsidiaries as 
55,312 62,352 at December 31, 1970 and the consolida- 
Banks Oanspinotens (haere ee, oe at een iPox ale vera etitenetta a, ataehoderaie wars aerate 27,452 53,530 ted statements of income, retained earn- 
Hene-Ternm Debt (Notes Gand 10) gcse. c+ cece Jcceeell oe caseeucs sect s 261,566 222,140 ings, paid-in surplus and source of funds 
Minority Interests in Subsidiaries (Note 7) ......... 00 0c cece cence eee ees 50,853 48,781 for the year then ended. Our examination 
TET Atiaeh ties meperidine > bana ee 395,183 386,803 included a general review of the account- 
——. ing procedures and such tests of account- 
Shareholders’ Equity ing records and other supporting evidence 
Capital Stock as we considered necessary in the circum- 
Authorized stances. 
583,596 First preference shares $50 each par value, issuable in series In our opinion these consolidated finan- 
1,903,275 Second preference shares $25 each par value, issuable in series cial statements present fairly the financial 
30,111,690 Common shares without par value position of the companies as at December 
Issued (Note 8) 31, 1970 and the results of their operations 
First preference shares and the source of their funds for the year 
144100 OME DAOUOKGUIMULAtIVemInStSenleswrecve-trereys iar ecisye ocreciecrciyer 7,200 i Boe? then ended, in accordance with generally 
39/368. 92270 cumulative Second S@nleS: ..-qqn ema ema nree ene seis 1,969 2,015 accepted accounting principles applied on 
Second preference shares a basis consistent with that of the preced- 
228,075 $1.06 cumulative convertible series A ..............00----- 5,702 6,480 Ing year. 
pain 975) Si.50:cumulativerconvertiblersertes Bo... 0002.04 eeeaee en - 32,799 32,939 Riddell, Stead & Co. 
13,057, 20S) (Compiiniemaielets can cccdan nd sosdnconaranmeraoogacsouaudc 73,628 56,177 Chartered Accountants 
PEGI CIT HG 34.46 oon ann oneomnote coe dcoo ose noobencsaaccenct 1 coode dG 3,361 7,775 
Retained Earnings (INGCEC9) ccs 2 aie eyelets nie ccie) sterols oho otstsis)e evore 1 a) 27200 ole!) aie 25,983 22,402 
Totalishareholdersa Equity merit eraiaerert ett teeter reareler-T-tel 150,642 135,140 
$545,825 $521,943 Toronto, Ontario 


February 12, 1971 
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CONSOLIDATED STATEMENT 


OF SOURCE OF FUNDS 


FOR NET PROPERTY ADDITIONS 


for the year ended December 31, 1970 (thousands of dollars) 


1970 1969 
Oil and gas 
exploration 
Gas and 
utilities production Total Total 
Earnings Retained in the Business 
Consolidated net income ......... $ 8658 $ 5,460 $ 14,118 $ 12,275 
Non-cash items 
Depreciation, depletion, amortiza- 
tion, minority interests, etc. ... 10,777 9,768 20,545 18,522 
Dividends on preference shares .... ( 2,716) ( 2,716) We25779) 
Dividends on common shares ...... ( 7,621) ( 7,621) ( 6,684) 
9,098 15,228 24,326 21,334 
Financing 
Issue of long-term debt ........... 45,196 1,961 47,157 28,096 (a) 
Issue of common shares for cash .. . 16,886 16,886 888 
Increase in minority interest ....... 8,235 
Decrease in bank loans ........... (34,625) 8,547 (26,078) 5,180 
Retirement of long-term debt ...... ( 6,456) ( 1,275) ( 7,731) ( 7,763) 
Redemption of preference shares .. ( 551) ( 551) (e273) 
Financing expenses ............... ( 3,288) ( 3,288) ( 968) 
Acquisition of shares of subsidiary 
companies|— net <0... se. seen ( 2,062) ( 614) ( 2,676) ( 240) 
15,100 8619 23,719 33,215 
Other Items 7 a 
Increase in working capital ........ ( 6,465) ( 9,785) (16,250) 27 068 
Increase in investments ........... ( 224) ( 4,445) ( 4,669) ( 7,176) 
@then=—=mM eta ese secs sroeeinaeene (9320) iG © 455) e775) ( 1,618) 
( 7,009) (14,685) (21,694) 18,274 
Net Property Additions $ 17,189 $ 9,162 $ 26,351 $ 72,823 (b) 


(a) Includes $3,506,000 long-term debt of subsidiary acquired. 
(b) Includes $14,006,000 net property and plant of subsidiaries acquired. 


CONSOLIDATED STATEMENTS 


OF RETAINED EARNINGS 
AND PAID-IN SURPLUS 


for the year ended December 31, 1970 (thousands of dollars) 


Retained Earnings 


Paid-in Surplus 


1970 1969 1970 1969 
Balance at Beginning of Year .......... $22,402 $19,586 $7,775 $7,029 
Consolidated net income .......... 14,118 2275 
Profit on sale of shares of subsidiaries 1,833 
36,520 31,861 7,775 8,862 
Dividends 
Preference shares: s-- +4.) sesnes 2,716 2,779 
(Govino Snes coacosnoopocanos 7,621 6,684 
Adjustment of investment in CIGOL 
resulting from issues of additional 
G@mmomesharesuaaerteaacie reece (87) 1,087 
Share issue expenses (including 
$2,482,000 related to prior years) .. 4,501 
Other cterson wee ene ee ee 200 (4) 
10,537 9,459 4,414 1,087 
Balance at End of Year (Note 9) ....... $25,983 $22,402 $3,361 SF, He 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


for the year ended December 31, 1970 


1. Accounting policies 


The information on pages 7 and 8 presents a summary of certain accounting policies 
and is an integral part of these financial statements. 


2. Subsidiaries 


Sales and other revenues, contribution to consolidated net income (both in thousands of 
dollars) and percentage ownership held by the Company at year end for each principal 
subsidiary were: 


1970 1969 
Contribution Contribution 
Sales to Sales to 
and other consolidated Owner- and other consolidated Owner- 
revenues net income ship revenues net income ship 
Gas utilities 
Greater Winnipeg 
Gas Company ......... $28,033 $3,174 99.6% $25,629 $2,533 99.4°%o 
Gaz Métropolitain, inc. ... 50,846 782 81.6°/o 47,241 1,299 73.1%o 


Oil and gas exploration 
and production 


CIGOL and subsidiaries .. 33,196 5,460 66.0°%/o 34,424 5,190 66.7°/o 


3. Investments (in thousands of dollars) 


1970 1969 
Gas utilities 
Mortgages receivable ........0.scccceeenere eee teens $16,322 $16,261 
COPIES SS hk AE Se air Re ae REGIE neG Cee CRIS UONT OO ICTR ete 425 262 
16,747 16,523 
Oil and gas exploration and production 
Shares and advances — fifty percent owned companies ... 1,216 1,255 
Other shares (including in 1970 Elf Oil Exploration and 
ProductionuGanada Ltd54;300;000) Gece cls ote <rerotetepaz=-- 7,449 2,965 
8665 4,220 


$25,412 $20,743 


NORTHERN AND CENTRAL GAS CORPORATION i 


and its Subsidiaries 


4. Property, plant and equipment (in thousands of dollars) 


1970 1969 
Accumulated 
age depreciation 
Description Cost and depletion Net Net 
Gas utilities 
Goke plantecn etawwan selarteeeacinias $ 17,096 $ 8967 $ 8,129 $ 8,169 
Gas: StO Tage air. eeletets marscre haere ccsiet 20,225 884 19,341 18,749 
Gas CIStHibUttOMmiberaais crtsneree aieatecie eters 291,508 32,806 258,702 248,537 
Rental equiipimemtit cece elere)s ees estes 39,373 6,813 32,560 32,704 
General! plant¥etesrssacas en tee cet 15,989 3,955 12,034 12,738 
Construction in progress ............. 294 — 294 3,780 
Customers’ and other contributions ... (2,530) — (925530) 12,272) 
381,955 53,425 328,530 322,405 
Oil and gas exploration and production : 
Oil and gas properties and equipment . 93,042 33,431 59,611 57,303 
Pipelines and processing plants ....... 32,958 17,336 15,622 15,984 
Propane marketing equipment........ 12,474 2,680 9,794 8,464 
138,474 53,447 85,027 81,751 
$520,429 $106,872 $413,557 $404,156 
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NOTES (continued) 


5. Deferred charges, at amortized cost (in thousands of dollars) 6. Long-term debt (in thousands of dollars) 
Description Basis or period of amortization 1970 1969 Paley 1970 1969 
Gas utilities Northern and Central Gas Corporation Limited 

Long-term debt issue peti term of 51/2%-8'/2% First mortgage bonds, 1972-1989 ..... $1,600 $ 99,391 $ 75,786 

Gyan: 
aaa ii Aaa Wie applica in Bek eps i , 27/004 a2 ae 6% Notes and subordinated notes, 1975-1987 ..... 140 8,094 8,231 
SUE ME ORS AE TOE occas oe HOO PEGA Some es 59/4%-9'/2% Debentures, 1982-1991 .........00- 1,389 58,911 —-40,234 
aa) 06 mire alae. bce, i) Bier cele ion 4,70L = 


3,129 166,396 124,251 


Contribution to customers Greater Winnipeg Gas Company : 


for conversion to natural 


gas 10 to 20 years 1,600 013 53/4%-6% First mortgage bonds, 1978-1984 ...... 575 19,675 20,250 
Ron AoodocmEpecnonie | 1OMOPION ECG a oonn Beancdont i 2, 
BXGessurdcuGOSts usin enieiate LO TOAUM ENG posooucebascse 1,267 IpSDe 5'/2%-6% Debentures, 1979-1980 .........-+++55 200 3,225 3,425 
Special rental appliance , gen: 775 22,900 23,675 
Expensesmmmtasecce sate: IBY NV ears vee woce deere 988 991 Gaz Métropolitain, inc. ——a 
Rate hearing expense ...... Bevearse eont ie vee 879 380 5/2%-7% First mortgage bonds, 1980-1990 ....... 1,652 35,198 36,968 
Extraordinary plant losses .. 10 years ........0seeeeeeees 763 6% General mortgage bonds, 1988-1989 .......... 275 11,585 11,935 
Computer conversion costs. 5 to7 years ..........-eeee 588 616 5°/4% Debentures, 1985 ......-++++-+ eres esses 500 17,500 _18,000 
Preliminary engineering and —_ Expensed, amortized, or ele 2427 64,283 66,903 
other projects'.......... capitalized on completion 1,176 263 CIGOL and subsidiaries 
14925 15.054 57/8%-6'/2% First mortgage bonds, 1973-1983 .... 1,007 12,816 13,814 
, a; 
Oil and gas exploration and —— CVEVAD\cloXemiiKey (EVA cho dcomausedcdonocasoac 80 380 461 
production Notes and purchase agreements ................ 168 2,053 211 
Long-term debt issue Amortized over term of 255: 15,249 14,486 
EXpenseler esa. acers ser. applicablevisstie! stn... 4. 208 231 OTL Me oer ete errr Gan RS. 08 8 324 513 
Oiner ee Seiecehtaccmter Seer aieres | yn clara arava sfevoree etree rer aie seers 56 = 
eA ue is $7,586 269,152 229,828 
284 297 Deduct Es 
$15,209 $15,351 Long-term debt held for sinking fund purposes ............ 233 
== Current maturities on long-term debt ..................-. 7,353 7,688 


7,586 7,688 
$261,566 $222,140 


The above figures include premiums on securities issued in U.S. funds converted to Canadian 
funds at their respective dates of issue. Long-term debt maturities and sinking fund require- 
ments for each of the four years, subsequent to 1971, are as follows: 

1972 — $10,711,000; 1973 — $10,859,000; 1974 — $10,791,000; 1975 — $10,994,000. 


7. Minority interests in subsidiaries (in thousands of dollars) 


1970 1969 
Preference Common 
shares share equity Total Total 
Gas utilities 
Greater Winnipeg Gas Company ...... $ 84 $ 84 $ 128 
Gaz Métropolitain, inc. .............. $15,306 6,272 21,578 22,631 
Oil and gas exploration and production 
GiG@ land subsidiaries: + ices os 2,281 26,910 29,191 26,022 
$17,587 $33,266 $50,853 $48,781 


8. Capital stock 
Changes in the Company’s issued capital during 1970 were as follows (in thousands of 
dollars): 


Common Shares First preference shares Second preference shares 


First series Second series Series A Series B 


Par Par Par Par 
Number Amount Number value Number value Number value Number value 


January 1, 1970 ....11,692,195 $56,177 147,050 $7,352 40,292 $2,015 259,200 $6,480 1,317,550 $32,939 
Issued for cash 


WS. ISSUE) ier 1,325,000 16,875 
Employees’ share 
purchase plan . 705 an] 

Incentive stock 
option plan ....... 3,346 
Converted ........ 36,160 565 (22,600) ( 565) 
Redeemed ........ (3,050) ( 152) ( 904) ( 46) ( 8,525) ( 213) ( 5,575) ( 140) 
Dee. 31,1970". aia 13,057,406 $73,628 144,000 $7,200 39,388 $1,969 228,075 $5,702 1,311,975 $32,799 


The first preference shares, first and second series, are currently redeemable at $52.00 
and $50.75 per share, respectively, and do not presently have voting rights. The second 
preference shares, series A (redeemable at $27.50 per share), have voting rights and are 
convertible into 364,920 common shares to December 31, 1971. The second preference 
shares, series B (redeemable at $26.50 per share after 1975), have voting rights and are 
convertible into 2,361,555 common shares to August 15, 1977. 


NORTHERN AND CENTRAL GAS CORPORATION KO 


and its Subsidiaries 


Unissued common shares are reserved as follows: 


25,435 under the employees’ share purchase plan, of which 2,661 shares are being 
subscribed for at prices ranging from $9.40 to $15.79 per share, 


2,304 for the exercise of warrants at prices increasing from $9.75 to $15.00 per 
share and expiring in 1978, 


799,350 for the exercise of warrants at $14.00 per share and expiring in 1977, 


449,502 for the incentive stock option plan, of which options on 363,720 shares were 
outstanding at December 31, 1970, exercisable at prices from $11.875 to 
$16.50 and expiring to 1975. During 1970, options on 17,000 shares were 
granted, options on 17,200 shares were exercised and options on 5,300 shares 
expired. 

1/276,591 


9. Retained earnings 


The indentures and agreements relating to the Company’s long-term debt obligations 
contain covenants limiting the payment of dividends. 


10. Subsequent event and 1971 capital program 


On January 15, 1971, the Company sold $50,000,000 principal amount 9°/e% Senior 
Debentures due 1991. The proceeds were used to reduce bank loans (partially secured) 
and to retire commercial paper liabilities outstanding at December 31, 1970, and will 
be used to provide, in part, funds for the companies’ 1971 capital expenditure programs, 
estimated to be $35,000,000 (including CIGOL’s subscription requirement of $4,700,000 
for Elf shares). It is anticipated that the remaining funds required for the 1971 capital 
programs will be available from operating revenues and bank lines of credit. 


11. Statutory information 


The remuneration of directors and senior officers of the Company, paid by the Company 
and its subsidiaries, aggregated $775,000 in 1970 and $742,000 in 1969. 
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TEN YEAR 
STATISTICAL 
COMPARISON 


INCOME (in thousands of dollars) 1970 1969 1968 
Revenues 
Gasvutilitiesnecye eer vad ic ee OS nee ce eee eee $ 136,533 AVE ST KS) 110,970 
@illandigasiexploration and prodtictionmms saree aarti 32,584 33,390 23,559 
Ons meiner oo Aon Ole eRe ORG Poste 6 BO Soe mado o 3,530 3,709 2,102 
172,647 159,018 136,631 
Costs and expenses 
Gas purchasesse serestry eck ole eon Eee Cae ene 84,142 75,451 65,771 
Operations analinaintenanGemen deere iene renee 27,133 25,416 22,628 
Depreciation<andidepletionI#: --4 seen een ee eee ere 15,450 15952 11,216 
taxes, other than monn: anders cess. ie om ey on eee eee aaiet eerie 5,076 4,761 3,914 
INtereSt sec sire spa aeee ee her see fen see ce reg eee ec Reet rere ey eae 21,674 18,420 14,856 
IYEOME|S TAXES ie Sees korea ceed tens ce wv caseleee Pe retroreachaaebah mae onal aterearea aell 746 L913 1,025 
154,221 141,913 119,410 
Incomeibetore minoniivainterests ase reser rere eet tte 18,426 17,105 17,221 
MIN Ont simteres tsi a <apanacy ead eee y ec tac edn ene eeu octets 4,308 4,830 3,143 
GONSOLIDATEDINERINGOMES ee oerore eee tent $ 14,118 IZ 275 14,078 
EARNINGS AND DIVIDENDS (Note 2) 
Dividendsion:preferencershiale Seamer iain erase aera $ 2,716,000 2,779,000 2,816,000 
Earnings: applicableitolcommonisharesimreie tetera teers erer tee $ 11,402,000 9,496,000 11,262,000 
Bee Cult Mares jer Clolmlenely IMAM sooo ococnochervocneucnoncosnodoe $ .88 The) .96 
@ashidividendsipaldionreonimom shane mesentery ron rete terres $ 7,621,000 6,684,000 5,435,000 
(Gerla GiGi xa CoiMINONSINE snoncscnoouoatensnooneeppeaonses $ .60 SS 475 


NORTHERN AND CENTRAL GAS CORPORATION Ke 


and its Subsidiaries 


1967 1966 1965 1964 1963 1962 1961 
103,065 57,785 sysaits\a) 24,413 21,610 18,840 1D,O37) Notes 
21,268 19,528 — a = = —_ (1) Principal subsidiaries acquired during the period were: 
ca Lakeland Natural Gas Limited 1965 
p27 846 603 97 113 178 221 Greater Winnipeg Gas Company 1965 
= Canadian Industrial Gas & Oil Ltd. 1966 
125,860 78,159 52,783 24,510 21,723 19,018 16,058 Cae ee 
Trans-Prairie Pipelines, Ltd. (subsidiary of CIGOL) 1969 
(2) Restated to give effect to a 2 for 1 split of common shares 
61,222 37,807 29,930 16,028 14,024 12,556 10,635 ene: 
22,846 12,981 6735. 2.704 DGTT 2.164 1,864 Five year statistical information of individual companies is 
: i 4 : : ‘ available upon request. 
10,399 6,505 2,880 POO 946 vals 430 
3295 337 1,180 341 278 Paays) 230 
12236 6,184 4,542 2,298 2,214 1,822 1,605 
1,403 i399 1,089 9 8 8 8 
111,401 66,213 46,356 22,471 20,147 22 14,772 
14,459 11,946 6,427 2,039 1576 1,496 1,286 
3,370 3,563 3,074 16 15 19 43 
11,089 8,383 3,303 2,023 Alexey) = 1,477 1,243 
1,238,000 760,000 191,000 114,000 120,000 120,000 120,000 
9,851,000 7,623,000 3,162,000 1,909,000 1,441,000 1,357,000 1,123,000 
85 89 89 .62 Sil 49 41 
4,431,000 3,021,000 989,000 822,000 698,000 346,000 — 
39 Sey) 30 275 25 51 PAS _ 
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SYSTEM DATA — GAS UTILITIES 1970 1969 1968 


Miles of pipe at year-end — distribution and transmission ............ 4,764 4,696 4,445 
TEN YEAR Expendituresmor plantadditions: (000/S)eeiere mie ert een eee $ 17,189 43,556 44 640 
STATISTICAL Active utility customers at year-end 
ld stitial ekeee hice eee oo eee ene eer rere 2,064 1,993 1,977 
COMPARISON Gominerciall as satin ay eee ee ee ernie er aera 25,900 25,467 24,705 
RESIS Ita oc Sicecuscalesue ces oot Shao e eae doy STORY nr Ra a eee aera ae 374,069 B/3;97 I 366,233 
TO tall eaayey tow e aioe read ioe ore Si eens ee RA eet ee erates 402,033 401,431 5925915 
Gas sales — MCF 

Industrial iiriimixouiiceresn teem oes cache cece ma ict cence eect 62,334,342 54,727,140 43,619,254 
Industrialsintennuptiblesaancseeres ocean ence errr 50,865,461* 45,247,563 42,028,400 
CGLelpneYalnsicl tiptoe ERA MET Hit, f cond Pee co Grie wenn coic trclthto uo Ooo Se o 29,117,926 26,862,167 23,650,826 
Residential Aeseacsceieec So eres hie Sees eee ees tee eee eee 43,777,970 40,600,054 39,164,172 

Ree kotcl os An ern ed RE St re yc ton vO eRt Oe Geigy Oo OrOre OIC — = — 
Hoy FN lg Sener SRE a ern crb ct. Reena nro een teh tO mM caNichee pemraa a A 186,095,699 167,436,924 148,462,652 


Gas sales and other operating revenues (000’s) 


lindustriall, ftitiaGtacrers aracoceectcte ec tenectycvers Por tos aac ene hee cee ee ee $ 33,464 28,836 22,739 
Industntallsinternruta tii leery waceesece emia ene aee tet dneey aee 19,522* 16,634 15,242 
(Mola aneccdcles mets cost mig Mordiain oda Coy ORME Oe eno c EO a BERS Sind 23,641 PAGS 19,903 
Residential. ceuieps tceke op eet sone hee ie een ae 53,289 49,803 49,411 
ReSall @ itv, St weaoh a tctsr ser carat aor sows Th Oe aeons sae ee ee — — — 

OthercoperatingsreVenUespampier rn ees eee ein eee eee 6,617 4,868 3,675 


Te@tiall see ves iereie, Baers tice ayo ep ave eos ela one auch od SRT COSMET wc felch ae RE $ 136,533 net OO 110,970 


NORTHERN AND CENTRAL GAS CORPORATION Ke 


and its Subsidiaries 


1967 1966 1965 1964 1963 1962 1961 
4,068 2,618 2,388 1,001 968 931 749 
32,364 19,947 11,815 3/929 4,243 TSE 4,912 
1,916 423 402 106 110 96 92 
23,651 12,853 11,998 4,221 3,860 ep ailel WI ESYS) 
360,279 149,025 136,567 48,607 44,651 39,052 29/539 
385,846 162,301 148,967 52,934 48,621 42,425 32,386 
30,757,233 24,861,309 20,484,723 13,462,878 11,584,714 10,177,617 9,557,569 
33,664,700 25,455,022 25,290,613 17,229,234 16,507,127 16,584,077 14,713,547 
22,065,699 15,766,111 13,831,354 4,728,448 4,004,298 3,344,885 2,589,406 
37 487,924 22,514,942 20,486,351 6,031,029 5,261,790 4,225,021 3,101,622 

8,029,587 — — = = a a, 
140,005,143 88,597,384 80,093,041 41,451,589 37, Bor 929 34,331,600 29,962,144 
20,238 11,767 9,848 6,291 5,424 4,681 4,472 
12,298 9,081 9,093 6,325 6,048 3,997, 5,274 
18,417 11,798 10,463 By 502 3,176 2,660 ZALS 
45,583 23,469 21,407 LMS 6,656 S372 3/912 

3,586 — = — = = = 
2,943 1,670 1,369 450 306 130 54 
103,065 57,785 52,180 24,413 21,610 18,840 155837. 


. 


*includes sales of liquefied natural gas 
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NORTHERN AND CENTRAL GAS CORPORATION LIMITED 
4600 TORONTO-DOMINION CENTRE, TORONTO 1, ONTARIO 


OPERATING COMPANIES: 


Alberta 


Canadian Industrial Gas & Oil Ltd. 
640 Eighth Avenue, S.W. Calgary 2 


Manitoba 


Greater Winnipeg Gas Company 
265 Notre Dame Avenue, Winnipeg 2 


Ontario 


Ontario Division, Northern and Central Gas 
Corporation Limited 
150 Consumers Road, Willowdale 


Champion Pipe Line Corporation Limited 
4600 Toronto-Dominion Centre, Toronto 1 


Quebec 

Gaz du Québec, inc. 

1717 du Havre St., Montreal 134 
Gaz Meétropolitain, inc. 

1717 du Havre St., Montreal 134 


Le Gaz Provincial du Nord de Québec Ltée 
9 est rue Perreault, Rouyn 


TRANSFER AGENTS: 


First Preference Shares 
Montreal Trust Company in Toronto, Montreal, 
Winnipeg, Calgary and Vancouver 

Second Preference Shares 
National Trust Company, Limited in Toronto, 
Montreal, Winnipeg, Calgary and Vancouver 


Common Shares 
National Trust Company, Limited in Toronto, 
Montreal, Winnipeg, Regina, Calgary and 
Vancouver. 
Chemical Bank in New York 


REGISTRARS: 


First Preference Shares 
Montreal Trust Company in Toronto, Montreal, 
Winnipeg, Calgary and Vancouver 

Second Preference Shares 
National Trust Company, Limited in Toronto, 
Montreal, Winnipeg, Calgary and Vancouver 

Common Shares 
Montreal Trust Company in Toronto, Montreal, 
Winnipeg, Regina, Calgary and Vancouver 
Morgan Guaranty Trust Company of New York 
in New York 

Common Shares Listed on Toronto, 
Montreal, Winnipeg, Vancouver and New York 
Stock Exchanges 


Printed in Canada on Paragon Offset Brilliant 


Presented on this back cover fold-out are graphic summaries of the 
Northern and Central group’s financial results, share ownership make- 
up and geographic spread of facilities and operations. Maps depict the 
Manitoba, Ontario and Quebec service regions, the Arctic exploration 
areas and some of the Alberta, Saskatchewan and British Columbia 
producing and exploration interests of Canadian Industrial Gas & Oil. 
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